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Union Gas extended its natural gas exploration program 

to Western Canada in 1970. Since then the Company has 
participated in the drilling of 33 holes and further activity is 
planned for fiscal 1973. This rig is similar to the equipment 
being used in the exploration program. 
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Union Gas Company of Canada, Limited ano its sussipIARIEs 


Consolidated Comparative Highlights Fiscal years ended March 31 


Net income for the year 

Dividends on preference shares 
Earnings applicable to common shares 
Earnings per common share 


_ Dividends declared on common shares: 
Total 
Per share 


Natural gas sales *MCF 


1972 
$ 14,497,000 
$ 1,046,000 
$ 13,451,000 
89.0¢ 
$ 8,990,000 
59.5¢ 
173,251,000 


$131,577,000 


Gross revenue from gas sales 


Total customers at year end 


Average gas use per customer *MCF 
Residential 
Commercial 


Maximum day send-out *MCF 


347,000 


ooo 
[OV 


1,796,000 
$312,458,000 


1971 1970 
$ 12,739,000 $ 11,945,000 
$ 1,060,000 $ 1,061,000 
$ 11,679,000 $ 10,884,000 
T7136 72.2¢ 
S 8,761,000. -$..-7,835,000 
58.0¢ 52.0¢ 
161,421,000 137,918,000 
$1 22,326,000 $110,232,000 
335,000 326,000 
136.7 138.2 
730.0 687.7 
1,638,000 1 431,000 


$290,127,000 


$264,100,000 


Gross Property Account at year end 


(“MCF means thousand cubic feet) 


The Company, which is engaged in purchasing, producing, 
storing, transmitting and distributing natural gas in 
numerous municipalities in southwestern Ontario, has 

the following wholly-owned subsidiaries : 


United Gas Limited 
Distributing natural gas in the city of Hamilton, the towns 


Annual Meeting of Shareholders 


of Oakville, Burlington, Dundas, Milton, Georgetown, 
Stoney Creek and Acton, and areas adjacent to these 


municipalities. 


Union Gas Investments Limited 
A company incorporated to engage in businesses other 
than the distribution and marketing of natural gas. 


Shareholders are cordially invited to attend the Annual Meeting to be held at the Head Office of the Company ; 
50 Keil Drive North, Chatham, Ontario, on Thursday, June 29, 1972, at 11 o'clock a.m. (Eastern Daylight Time). 
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University of Windsor’s ultra-modern energy conversion 
centre, equipped with three natural gas-fired boilers, supplies 
all of the steam heat and hot water needs of 25 campus 
buildings. By mid-summer 1972, approximately half of 

the school’s air conditioning requirements will be supplied 
by chilled water, produced by the absorption process, 

using steam from these same boilers. 
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Letter to the Shareholders 


During the fiscal year ended March 31, 1972 Union Gas 
Company achieved record levels in both sales and 
earnings. At the same time, the Company devoted 
considerable attention to regulatory matters in an effort 
to obtain adequate gas supplies for the future. 


Net income for the year ended March 31, 1972 was $14.5 
million, an improvement of $1.8 million, or 14%, over the 
previous fiscal year. After payment of preferred dividends, 
earnings per common share were 89.0¢, compared with 
77.3¢ for fiscal 1971. Operating revenues reached a 
record $143.4 million, $10.8 million over the previous 
year’s revenues. However, operating expenses, principally 
cost of gas, increased at an even faster rate. Only through 
the continued development and introduction of more 
efficient practices and procedures was the Company able 
to control the rate of growth in other operating and 
maintenance costs and record an improvement in profit 
before income taxes. Income tax reductions, introduced 
by both the Federal and Ontario Governments to encourage 
industrial growth, contributed significantly to the increase 
in net earnings. 


The Company did not attain its gas sales target for fiscal 
1972 for two reasons: 


1. A significant limitation in gas supply resulted from 
curtailment of deliveries by its suppliers. Causes of 
curtailment included facilities breakdown and 
restrictions on pipeline operating pressures. 


2. The Company was prevented from negotiating new 
contracts with a number of potential customers who have 
expressed interest in switching to natural gas, due to lack 
of assurance of adequate long term supplies for such 
additional markets. 


Sales to large volume customers under interruptible gas 
sales contracts were curtailed to the maximum allowable 
under these contracts. This was necessary in order to 
ensure continuous service for firm gas customers. Because 
of the Company's ability to call upon its extensive gas 
storage resources, it was possible to maintain deliveries 

to all customers other than those with interruptible 
contracts. 


Events such as those outlined above emphasize the great 
importance of adequate gas storage capacity to ensure 
that a dependable supply is available to all classes of 
consumers in the highly industrialized area served by 
Union. As a further step in the development of additional 
storage capacity, in January 1972 the Company received 
the approval of the Ontario Energy Board to convert two 
depleted gas pools in Lambton County to storage use. 
These pools, with working storage capacity of 16 billion 
cubic feet, are being developed jointly with Imperial Oil 
Limited and will bring the total working storage capacity 
operated by Union to some 63 billion cubic feet. 


During 1971 the Company participated in the public 
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hearing before the National Energy Board of the applica- 
tion of TransCanada PipeLines Limited for an increase 

in its rates. The first phase of the hearing, which dealt with 
the establishment of that company’s rate base and allow- 
able rate of return, was completed late in the year. In its 
decision, issued in January 1972, the Energy Board 
concluded that TransCanada should be permitted a 
revenue increase amounting to some 8.6%. The exact 
effect upon Union's cost of gas cannot be determined until 
a decision on the second phase of the hearing has been 
brought down by the Energy Board. This phase of the 
hearing, commencing June 6, 1972, will deal with rate 
schedules to be applied to each of TransCanada’s 
customers. Union intends to make every effort to ensure 
that the resulting gas cost increases for your Company’s 
purchases are fair and reasonable. 


Union has existing gas supply contracts with TransCanada, 
some of which call for annual increases in the volumes to 
be delivered, and is engaged in negotiations for major 
purchases of additional volumes. In order to meet the gas 
requirements of Union Gas and other distributors in 
Eastern Canada, TransCanada has planned the installation 
of transmission facilities for 1972 and 1973 at a total cost 
of some $624 million. The ability to finance this under- 
taking seems likely, and TransCanada is endeavouring to 
conclude contracts and obtain authorization for the 
acquisition of the necessary additional gas supplies. 


Effective January 1, 1972 the Company, together with the 
two other major gas distributors in Ontario, commenced 
paying an increase of 2.1¢ per mcf in the price of gas 
purchased from TransCanada. This increase was agreed 
upon in order to assist that company in the financing 

of transmission facilities currently being installed to 
increase gas deliveries to meet anticipated demands in the 
winter of 1972-73. With the approval of the Ontario 
Energy Board, the additional gas cost has not been 
charged to operating expense but is being deferred 
pending future consideration by that Board as to the 
method and period of amortization. 


While during the past thirteen years the bulk of the 
Canadian gas supply for Eastern Canadian users has 
come from Alberta, the long term outlook is that supplies 
will also have to come from the more remote “‘frontier’’ 
locations. These include the Northwest Territories, the 
Arctic Islands and the offshore areas of Canada’s East 
Coast. Recent announcements of discoveries and follow-up 
wells in the Mackenzie Delta district provide strong 
evidence that there soon will be sufficient proven gas 
reserves to justify the huge capital investment in the 
pipeline and related facilities required to transport such 
gas to the consuming areas of North America. The 
Company is considering participating in the development 
of this project as a means of helping to assure the 
availability of its future gas requirements. Supplies from 


HE Dividends declared per common share 
M3 Earnings per common share 


Fiscal years ended March 31 


the frontier areas will be much more costly than present 
deliveries, primarily because transportation costs will be 
much higher. 


The volume of gas available to the Company under its 
existing gas purchase contracts provides an assured 
supply to meet the anticipated requirements of all present 
customers and to take care of forecast growth of certain 
classes of sales for a limited period. However, until 
TransCanada is in a position to conclude further supply 
contracts, the Company is in a difficult situation with 
regard to new major institutional and industrial contract 
sales. The Company is unable to negotiate with potential 
customers in these categories, nor can it actively promote 
the sale of gas to large industries at this time. Union ~ 
expects this problem will be successfully resolved in the 
near future. The recent decision of the National Energy 
Board, in approving TransCanada’s pipeline construction 
plans, appears to support this view. Although it is clear 
that cost of gas will continue to increase in the years 
ahead, it is equally obvious that prices for alternative 
forms of energy are also rising. As a result, it is expected 
that the delivered price of gas to our customers in south- 
western Ontario will remain competitive. 


Because of the expanding demand for natural gas in 
southwestern Ontario and the excellent outlook for 
continued economic growth (housing starts last year 

in the Company’s franchise area were almost 20,000, up 
29% over the previous year), construction of additional 
facilities by the Company is essential and this has resulted 
in one of the largest capital expenditure programs in its 
history. A total of some $32.6 million is expected to be 
spent during the current fiscal year to extend and im- 
prove facilities related to all aspects of the Company’s 
operations. The biggest single project to be undertaken 
is the enlargement of our storage capacity, mentioned 
above. Other major expenditures involve expansion of 
transmission capacity to deliver increased volumes to 
most of the larger municipalities in the service area and 


the extension and improving of distribution facilities 
throughout the system. 


Since Union Gas was formed in 1911, the history of its 
development has been one of merger and amalgamation 
with many gas companies. Through these consolidations 
the Company has been able to effect operating and 
administrative economies for the benefit of all concerned. 
Union Gas and its wholly-owned subsidiary, United Gas 
Limited, have been associated for a great many years. 

The Company is now taking steps to merge the operations 
of United Gas with those of Union Gas. In this connection, 
the approval of the Ontario Cabinet and the consent of 
Hamilton City Council are required. When these authoriza- 
tions are obtained the Company will be in a position to 
complete the integration, after which all the gas utility 
operations of your Company will be carried on in the 
name of Union Gas Limited. 


Mr. W. L. Duffield retired in June 1971 after 39 years of 
distinguished service as a Director of the Company. He 
was also formerly President of City Gas Company of 
London. Mr. Duffield continues his contribution to the 
Company as Chairman of its London District Advisory 
Committee. 


It is with deep regret that we record the passing, on 
March 20, 1972, of Colonel J. Innes Carling, O.B.E., who 
had been a Director of City Gas Company of London for 
25 years and subsequently a member of the London 
District Advisory Committee. 

The successes and achievements of the year reviewed in 
this Report reflect in large measure the loyalty and 
co-operation of the Company’s employees at all levels of 
responsibility. To all of them the Directors, on behalf of 
the Shareholders, express sincere thanks. 


On behalf of the Board of Directors, 


OS ae 


Chairman of the Board 


JA Mpaeceor 


President and 
Chief Executive Officer 


Chatham, Ontario, May 15, 1972. 
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Typical of the more impressive high-rise buildings being 
erected throughout the Union Gas service territory is this 
24-storey senior citizens’ apartment building in Windsor. 
Called Ouellette Senior Apartments, it contains 400 units 
and utilizes natural gas for heating and water heating. 
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In Review — the fiscal year ended March 31, 1972 


Operating Results 


The results of the operations of Union Gas Company of Canada, Limited and its subsidiaries on a consolidated basis for the 


fiscal year ended March 31, 1972, as compared with the previous year, were as follows: 
Increase or 


Fiscal years ended March 31 decrease (—) 
1972 1971 1972 over 1971 
Operating revenue and other income: ($000's) 

Gross revenue from gas sales $131,577 $122,326 Sy, 204 

Other operating and interest income. 11,845 10,257 1,588 
143,422 132,583 10,839 
Operating expenses and interest: 

Cost of gas sent out . 72,166 63,383 8,783 
Other operating and paneaance. expense . 26,304 25,930 374 
Taxes other than income taxes . 3,346 3,466 (—)120 
Depreciation : O97 5,471 506 

_ Interest on funded and other debt, including discount and 

expenses amortized 9,281 8,468 813 
: 117,074 106,718 10,356 
Income before income taxes 26,348 25,865 483 
Income taxes ; eed oot 13,126 (—)1,275 
Consolidated net income for ihe year . 14,497 12,739 1,758 
Dividends on preference shares 1,046 1,060 (-)14 
Earnings applicable to common shares . $ 13,451 8 11,679 aed AY A 
Earnings per common share 89.0¢ 113 11.7¢ 

Common share dividends declared : 
Total amount $ 8,990 $ 8,761 $ 229 
Per share . BIC 58.0¢ 1.5¢ 


Major construction projects completed by Union Gas 
last year included the upgrading of a section of the 
Dawn-Windsor pipeline system, within the City of 
Windsor. Involving replacement of some four miles of 
16-inch diameter pipe at a cost of $570,000, this line 
improvement is part of an overall program which will 
enable the Company to deliver substantially more gas to 
the growing Essex County market. 


Gas Sales 


Gas sales revenue in the 1972 fiscal year increased $9.3 
million, or 7.6%, to $131.6 million. The total volume of 
gas sold increased 11.8 billion cubic feet, or 7.3%, to 
173.3 billion cubic feet. Total number of customers at 
March 31, 1972 was 347,006, a gain of 11,756. 


A growth of only 1.7% in residential sales volume reflects 
the milder than normal weather experienced during the 
past year. Temperatures were in fact significantly higher 
than normal early in the year, although unusually cold 
weather occurred in February and March. The number 

of residential customers increased by 10,954. However,’ 
the number of residential heating customers rose by 
12,700, as some customers who were already using gas 
for other purposes adopted gas heating during the 1972 
fiscal year. 


Commercial sales volume, which increased 11.5%, was 
also affected by the weather factor and by curtailment of 
deliveries to interruptible commercial customers, made 
necessary by gas supply restrictions. The greater sales 
volume in this category is mainly the result of increased 
sales to universities and hospitals and in the multi-family 
housing market. 


A significant number of the Company's gas sales contracts 
with industrial customers are of the interruptible type. 
Such contracts provide the Company with a measure of 
flexibility when gas supply is restricted or when unusually 
high peak day demands result from severe weather 
conditions. Deliveries to these customers were curtailed 

to the maximum extent permitted under these contracts 
during the past year because of limitations in the volumes 
made available by the Company’s suppliers, principally 
TransCanada PipeLines Limited. The increase in industrial 
sales volume of 8.4% is not, therefore, a true indication 

of the rising gas requirements of industry in southwestern 
Ontario. In addition to the loss of sales resulting from the 
curtailment of deliveries, there was a further substantial 
loss of sales due to the Company's inability to conclude 
additional new industrial sales contracts. The renegotiation 
of certain large volume contracts during the past year 


Gas Sales Volume and Gross Revenue 


In Review continued 


Annual volume of gas sales 


Billions of cubic feet 


i Other gas companies 
(== Industrial 
@@@8 Residential and commercial 


contributed to the improvement of 11.1% in revenue from 
industrial sales, compared to the 8.4% in the volume of 


such sales increase. 


Sales promotion activities were concentrated on those 
areas where competition is most severe. Newspaper and 
radio advertising emphasizing the advantages of gas for 
water heating, air conditioning, cooking and clothes 
drying was continued for these high load factor uses. 
Marketing programs were conducted to promote appliance 
sales by the independent dealers and installers in the 
service territory, as well as through the Company’s own 


showrooms. 


Gas sales volume and gross revenue for the fiscal year 
ended March 31, 1972, by class of customer and per- 
centage change from the previous year, are shown in 


the table below: 


Volume in millions of cubic feet 


Revenue in thousands of dollars 


Year to % over Year to % over 
March 31 % of previous March 31 % of previous 

S)7/72 total year S72. total year 
Class of customer: 
Residential 40,389 23:5 Uy $ 46,193 35.1 2.0 
Commercial 26,736 15.4 AS 25,063 19.0 10.1 
Industrial 102,037 58.9 8.4 57,883 44.0 1151 
Other gas distributors for re-sale 4,089 2.4 14.5 2,438 1.9 12.8 
Total TiS, 204 100.0 As $131,577 100.0 7.6 


In Review continued 


Other Operating and Interest Income 


The Company provides transmission services for other 
utilities through its major Dawn-Oakville pipeline system. 
During the year ended March 31, 1972, larger volumes 


were handled on behalf of The Consumers’ Gas Company 
and TransCanada PipeLines Limited than in the preceding 


year. The additional revenue from this service, together 
with increases in interest earned on merchandise time 
payment contracts and mortgage loans and greater 


revenues from the rental of gas appliances, were the major 


factors resulting in ‘‘other operating and interest income” 
increasing by $1,588,000 to $11,845,000. 


Expenses 


Cost of Gas Sent Out 

While the volume of gas sent out rose 9.6% to 177.5 
billion cubic feet, the cost of this gas increased 13.9% to 
$72.2 million. As pointed out on page 4, this does not 
include the additional 2.1¢ per mcf being paid to Trans- 
Canada PipeLines effective January 1, 1972. Gas 
purchased from TransCanada PipeLines under recent 
supply contracts bears a higher unit cost than under 
earlier contracts and results in an overall increase per mcf 
for volumes delivered by that company. In addition, 
Panhandle Eastern Pipe Line Company, which provided 
some 8% of the total gas supply, has raised its rates. 


Other Operating and Maintenance Expenses 
The increase in these expenses over those for the prior 
fiscal year was limited to only 1.4%. This was the result 


of a combination of factors. Primarily it reflects the success 


of the Company’s program to control the rising cost of 
operations through the introduction of more efficient 
practices and procedures while still providing reliable 
service to its customers. During the previous fiscal year 
the Company introduced several changes in its customer 
service policies to put those operations on a more 
economical basis. The expense reductions from these 
programs almost offset the significant increases in wages, 
salaries and associated fringe benefits relating to a large 
degree to the terms of the Company’s labour contracts. 


Taxes other than Income Taxes 

The reduction of $120,000 in taxes other than income 
taxes reflects reductions in mill rates by many munici- 
palities within the Company's service territory, as well as 
the repeal of the Ontario tax on gas production. 


Depreciation 

The provision for depreciation rose by $506,000 to 
$5,977,000 as the result of increased investment in plant 
and equipment. 


Interest Expense 

Increases in the amounts of short term and long term 
borrowings required to finance the construction program 
and general operations of the Company resulted in a rise 
in interest expense of $813,000 to a total of $9,281,000. 


Income Taxes 
During the 1972 fiscal year both the Federal and Ontario 
Governments introduced special short term reductions in 
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Number of customers served 
Thousands of customers 


Gross property account 
Millions of dollars 


income taxes designed to stimulate capital investment 
and economic growth. These are reflected in the reduction 
of $1,275,000 in the provision for income taxes. 


Property Account 


Gross investment in properties increased $22,331,000 to 
$312,458,000 as at March 31, 1972. Major expenditures 
were made for the installation of an additional 3,400 h.p. 
compressor and for the construction of a new service 
centre building and warehouse facilities at the Dawn 


One of the more successful promotions conducted by the 
Union Gas home service department at London was this 
demonstration of outdoor cooking at Westmount Mall. The 
program, which attracted an estimated 1,600 people, 
featured local radio personality Bill Brady on the final day. 
Westmount was a particularly appropriate setting fora 
natural gas promotion, since it relies on gas for space 
heating, air conditioning and water heating. 


(Hi 
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At the Galt plant of Canadian General-Tower Limited, a 
six-color, 80-inch printing and coating machine applies 
colorful patterns to vinyl material used in the manufacture 
of shower curtains, tablecloths, place mats and a variety of 
other consumer products. The imprinted designs are quickly 


dried in a special oven heated with steam from natural 
gas-fired boilers. 


In Review continued 
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compressor station in Lambton County. Some 9 miles of 
high pressure transmission pipeline were installed north 
of Waterloo as a partial looping of the existing system to 
increase deliveries to the Owen Sound area. Over 5 miles 
of the 16” diameter high pressure main transmission line 
providing gas to Windsor were replaced with pipe of the 
same diameter but higher specifications, to improve 
deliveries to this major market. Distribution systems 
throughout the territory were extended and improved to 
meet the demands of expanding markets. 


Capitalization 


In November 1971 the Company issued $20 million of 

8% Sinking Fund Debentures maturing November 15, 

1991. The proceeds were used to reduce short term 

borrowings which had been incurred to finance the 

expansion of facilities. At March 31, 1972 total 

capitalization was as follows: % of 
($000’s) total 


CommonrmnarcSaemenieu eee $ 31,346 
Accumulated earnings retained for use in 


the business 49,407 
80,753 36.3 
Preference shares IS} ee 8.6 
99,912 . 44.9 
Funded debt (exclusive of portion to be re- 
tired within 12 months and carried on the 
balance sheet as a current liability) 122,820 55.1 
Total capitalization . $222,732 100.0 


Personnel 


In June of 1971 the following vice-presidential appoint- 
ments were announced: Frank Capewell, Vice-President, 
Operations; R. Glen Caughey, P.Eng., Vice-President, 
Gas Supply; J. W. S. McOuat, Vice-President, General 
Counsel and Secretary ; Glenn |. Wonnacott, Vice- 
President, Industrial Relations. 


During the fiscal year significant changes were made in 
the Head Office organizational structure. This has resulted 
in a closer integration of Head Office and Regional 
functions, has brought about a realignment of responsi- 
bilities and has placed greater emphasis on the operational 
activities of the Company. 


Employment totalled 2,047 as at March 31, 1972 com- 
pared with 2,053 one year earlier. Many of the Company’s 
employees continue to upgrade and advance their 
academic qualifications through the Company’s educa- 
tional assistance program. Such studies include industry, 
community college and university courses. In- Company 
supervisory and management seminars are part of the 
Company’s program to encourage employees to develop 
their knowledge and skills. 


Gas Storage 


The Company considers its underground gas storage 
facilities to be among its most important assets. They 
provide assurance of a dependable supply of gas to meet 


winter peak demands in excess of the daily volumes 
available from the pipeline suppliers. The storage facilities 
permit suppliers to deliver gas which is stored during the 
warmer periods of the year when customers’ requirements 
are less than the available pipeline supplies. Thus higher 
pipeline utilization levels are attained with economic 
benefits for all concerned. 


The five underground gas storage pools in Lambton 
County currently being operated by the Company were 
used to the greatest extent ever during the past year. The 
importance of these facilities is emphasized by the fact 


Capital structure 
Millions of dollars 
=) Common stock and surplus 


@ = Preferred stock 
i Funded debt 


Maximum day send out 
Millions of cubic feet 
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In Review continued 


that on the peak day 57%, or 1 billion cubic feet, of the 
gas handled through the Company’s system came from 
underground storage. The present working storage 
capacity of some 47 billion cubic feet will be increased 
to approximately 63 billion cubic feet with the conversion 
of two additional pools to storage. Other natural gas 
producing formations will be available for conversion to 
storage operations as the need develops. 


Gas Supply 


The total volume of gas purchased and produced in the 
year ended March 31, 1972 was 176.2 billion cubic feet, 
an increase of 12.5 billion cubic feet over the prior year. 
Production from the Company’s own pools declined to 
1.7 billion cubic feet from 4.5 billion cubic feet the pre- 
vious year, due in part to delays in obtaining necessary 


approval to produce gas from two pools in Lambton County 
discovered in 1970. Rates of production of other Company 


gas fields are declining due to depletion of reserves. 


Deliveries of gas by TransCanada PipeLines Limited, the 
Company's principal supplier, were curtailed to some 8.7 
billion cubic feet below the maximum volumes called for 
under the terms of the various contracts. This was due to 
problems encountered in the pipeline systems bringing 
gas from Western Canada. Panhandle Eastern Pipe Line 
Company was able to deliver almost the maximum 
volumes contracted for as it was successful in obtaining 
additional short term supplies for its customers in 1971. 


Gas exploration efforts in southwestern Ontario during 
fiscal 1972 resulted in two small discoveries which the 
Company plans to bring into production this year. 

The Company is continuing its participation in gas 
exploration ventures in Western Canada. In November 
1971 the Company established an office in Calgary, 
Alberta, to provide a base for greater participation in 
exploration ventures and as a means of keeping in contact 
with the current developments in gas exploration activity 
in Western Canada, the Arctic and offshore areas. Industry 
experts have estimated that huge undiscovered reserves 
remain in both mainland and offshore areas of Canada. 


Earlier this year the Alberta Government instructed its 
Energy Resources Conservation Board to conduct a public 
hearing to consider, among other things, the adequacy of 
current prices being paid for gas in the field. One reason 
given for the Alberta Government's interest in this subject 
is the declining level of exploration and development 
currently being conducted in the Province by major 
producers. The rate of discovery of new reserves of gas in 
recent years has been disappointing, and the Energy 
Resources Conservation Board pointed out in its 1971 
Report that the life index — i.e., the amount of established 
reserves divided by the present rate of production — of 
natural gas has continued to decline over the past few 
years. The hearing commenced on February 24, 1972 and 
Union Gas appeared representing the interests of its 
customers and shareholders. The Company's position is 
that, while additional incentives appear warranted to 
assure that adequate efforts are made to locate additional 
gas reserves in the Province, there is no solid evidence to 
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Miles of pipeline 


Thousands of miles 


justify an increase in the price of presently established 
gas reserves. At the request of the gas producers, who 
asked for time to prepare additional material, the hearing 
was adjourned until June 13, 1972. 


Gas Purchased 


Volumes in millions of cubic feet 
and Produced PEt CC 


Year to Year to 

March31 % of March31 %of 
QZ total 1971 total 

Source: 
Western Canadian producers 151,631 86.1 135;9/jee oo 
Ontario producers ... . 8,264 4.7 11,485 7.0 
Other ae ey eee ee 1464 8.3 HV ETASYL. U2 
Total purchased 174,559 9911 159,207 97.2 
Produced from Company wells 1,661 9 4,523 2.8 


Total gas supply” . 176,220 100.0 


163,730 100.0 


“Excluding gas transmitted and stored for other companies 


General 


The Board of Directors declared a quarterly dividend of 
16¢ per share on the outstanding common shares of the 
Company, payable May 1, 1972 to shareholders of record 
April 7, 1972. This annual rate of dividend of 64¢ per 
share compares with that of 58¢ in effect previously. 


During the 1972 fiscal year the Company continued to 
provide financial assistance to land developers and 
builders to encourage the use of gas and as a means of 
increasing investment and interest income. The largest 
transaction of this nature was a $2 million first mortgage 
loan to Major Holdings & Developments Limited to assist 
in the development of the first phase of the Pioneer Park 
subdivision in Kitchener. Union Gas will share in revenues 
from the sale of properties in this 300-acre project. 


hal 
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_ |. Maintenanceman Bob Ambroise uses | 
portable viewer to examine microfilmed © | 
. ‘system map showing position of buried’. 
pipelines at construction site. oe 


| The 35mm microfilm camera. Used mainly for copying larger documents 
| such as maps, the camera can make areduction to 1/1300th of the original area. 
Large floodlights are essential to ensure retention of detail. 


Microfilm processor. The chemicals in warm- 
water bath develop, fix and wash rolls of exposed 
film semi-automatically 


atl 


16mm film of subsidiary records. Viewer is 
used to check reproduction quality of negatives, 
which are then loaded into transparent jackets. 


| Master microf 
never leave the 
are sent to regio 


Making exposure on 35mm camera. Control 
box governs: height of camera on column (for 
desired reduction in size) ; intensity of floodlights ; 


Loading 35mm film into camera head. Over 500 # and other factors. 


exposures can be made on every 100-foot roll of film. 


Adjusting processor. One hundred feet of film, Checking density of processed microfilm. 
either 16mm or 35mm, can be processed in 20 | Uniform high quality of negatives is ensured by 
minutes. Technician is Bob Gillies. | using densitometer. 


Microfilm Project Team. Mike Regnier, Ar 
ile. The original microfilms Semmler and John Anthony were closely in 
eering Department. Copies volved in development of the system. 


d other offices, as required. 


Operating 16mm camera. This equipment is 
used in Regions to copy smaller documents. Film 
is developed at Head Office and kept in master file. 


placed inatransparentjacketandretained __ 
as a master from which any number of copies 
can be made as required. 


The core area of London was chosen as he 
test site and maps, valve cards, pipeline 
records and other relevant details were 
microfilmed on an experimental basis. 


Microfilm copies of these records were then 
placed in two system maintenance trucks 
used mainly for determining the location of 
underground piping. These vehicles werealso | 
equipped with viewers which illuminated _ 
and magnified the microfilm copies. _ 
Mountedinthe cabofeachtruck,the 
viewers were completely portable and could 
be operated on either a 12- or 1 20- ver 
power supply. 


FOREST 
BARRIE A/I76 


The anticipated advantages of the system 
were soon realized. Since microfilmed _ 
records take so little space, much more oo 
detailed information is available to personnel \ 
on the spot, and there is less need torefer 
back to the drafting room records. Atthe 
same time, microfilming the su pplementary — 
records reduces the amount of detail 
required on the base maps themselves. 


This reduction in detail has produced still _ 
other benefits : the maps are not as subject 
to frequent updating and it has been possible _ 
to change from a scale of 200 feet to the inch 
to 400 feet. This of course means each map - 
covers a larger area and so there are fewer 


maps to be filed and updated. / : : 
Routine maintenance of valves, eecantal for | Assistance at construction site. Union Gas operating personnel work closely ; 
with contractors who are excavating in the vicinity of gas distribution and service 


control of the gas flow through the system, | 7/4) \ines, in order to help assure that buried piping is neither damaged nor disturbed 
becomes a more streamlined operationalso, | while digging is in progress. 


as the information regarding each valve i is Gers 
now close at hand, : 


The conclusion of the study was that, with — 
microfilmed records being carried in the 
trucks, a great deal of time is saved, as 
questions regarding details of installations | 
can be answered very quickly. 


With the feasibility of the concept proved, 
extensive microfilming equipment has been 
installed at key locations and the remainder — 
of the Company's mapping records are now 
being upgraded ; in fact, by the end of 1972. 
all maps and records associated with the | 
Company's pipeline networks will be 
available on microfilm. 


Marking locations of buried pipe. Availability of microfilm maps in mainten- 
ance vehicles across the Company system (by December, 1972) will facilitate the 
job of providing contractors with the location of buried facilities, as demonstrated 
here by serviceman Bill Killby. 
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_Consolidated Statements of Income and Retained Earnings 


For the year ended March 31, 1972 
(with comparative figures for the 1977 year) 


UNION GAS COMPANY OF CANADA, LIMITED (Incorporated under the laws of Ontario) AND ITS SUBSIDIARIES 


(See accompanying notes) 


Consolidated Statement of Income 1972 1971 
- Operating revenue and other income: ($000’s) 
_ Gross revenue from gas sales $131,577 $122,326 

Other operating income 11,479 9,697 
_ Investment income 366 560 

143,422 132,583 

Operating expenses and interest: 

Cost of gas sent out . . : 72,166 63,383 
Other operating and Pine. coe  yclusie OF hore oe EoD ately below 26,304 25,930 
Taxes other than income taxes . 3,346 3,466 
_ Depreciation (note 1) 5,977 5,471 

Interest on funded and other dept. freluding idiecount and evpernces aerizcd 

_ (less interest charged to construction—$162,000 in 1972; $383,000 in 1971) 9,281 8,468 

: 117,074 106,718 

Income before income taxes 26,348 25,865 
_ Income taxes (note 2) : 

Current . 7,412 8,426 
Deferred 4,439 4,700 
11,851 13,126 

Consolidated net income for the year . 14,497 12,739 

Dividends on preference shares 1,046 ~ 1,060 

_ Earnings applicable to common shares $ 13,451 $ 11,679 
_ Earnings per common share 89.0¢ 77.3¢ 

Consolidated Statement of Accumulated Earnings Retained 

for Use in the Business 

Balance at Beginning of year : $ 44,568 $ 41,650 

Add contributed surplus shown sepatately in ptor years . 378 378 

44,946 42,028 

Add consolidated net income for the year 14,497 12,739 

59,443 54,767 
Deduct dividends declared (rate per annum) : 
Preference shares— 
Series A—$2.75 per share . 433 447 
Series B—$3.00 per share . 270 270 
Series C—$2.50 per share . 343 343 
1,046 1,060 
Common shares— 
59%C¢ per share in 1972 and 58¢ in 1971 8,990 8,761 
10,036 9,821 
Balance at end of year . $ 49,407 $ 44,946 


hg 


Consolidated Balance Sheet 

March 31, 1972 

(with comparative figures as at March 31, 1977) 

UNION GAS COMPANY OF CANADA, LIMITED AND ITS SUBSIDIARIES 


ASSETS 


Properties (note 1): 

Distribution systems, transmission lines, gas wells and gathering lines, gas storage facilities, 
base pressure gas, land and buildings, etc.—at cost . 
Less accumulated depreciation . 


Current assets: 

Accounts receivable (note 3) ; 

Inventories of merchandise, stores and spare SHUinene valleue at he lower afc cost lend 
replacement cost . 

Prepayments . 

Gas in underground sedge available for. current Glew cost 


Deferred and other assets: 

Mortgages receivable (note 3) . 

Unamortized discount and expenses on issues of finden debt. 
Deferred gas costs (note 4) . 

Other deferred charges . 


On behalf of the Board: 
DAVID P. ROGERS, Director 


B. F. WILLSON, Director 
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1972 1971 
($000’s) 
$312,458 $290,127 

58,065 54,786 
254,393 235,341 
26,073 24,641 
4,691 4,004 
174 594 
3,862 4,759 
34,800 33,998 
6,066 5312 
1,254 1,026 
856 — 
126 155 
8,302 6,993 
$297,495 $276,332 


(See accompanying notes) 


_ LIABILITIES 


- Shareholders’ equity: 
Capital stock (note 5)— 

Preference shares with a par value of $50 each: 
Authorized—383,181 cumulative redeemable shares 
Issued —155,981 5%% SeriesA . 

: - — 90,000 6% Series B . 
—137,200 5% Series C . 

~ Common shares without par value : 
Authorized—22,000,000 shares 
Issued = —15,111,705 shares . 


c Accumulated earnings retained for use in the business (note 6) . 


: ‘Funded debt (note 7). 


Deferred income taxes (note 2) . 
- Current liabilities: 
_ Bank indebtedness 
Notes payable . : 
- Accounts payable and areca eheraes 
- Dividend payable 
= Income and other taxes pavole 
_ Accrued interest on funded debt . : 
‘ Funded debt instalments due within twelve ones 


1972 1971 
($000’s) 

$s 7,799 $ 8,092 
4,500 4,500 
6,860 6,860 
31,346 31,308 
50,505 50,760 
49,407 44,946 
99,912 95,706 
122,820 108,000 
36,417 31,978 
14,186 9,017 
— 10,000 
12,413 10,828 
2,417 2,191 
2,391 2,295 
2,206 1,730 
4,683 4,587 
38,346 40,648 
$297,495 $276,332 
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Consolidated Statement of Source and Application of Funds 


For the year ended March 31,1972 
(with comparative figures for the 1977 year) 


UNION GAS COMPANY OF CANADA, LIMITED AND ITS SUBSIDIARIES 


Funds provided: 
Consolidated net income for the year 


Add amounts deducted in arriving at net income, wale did not nvelers an eu of Fre te 


Depreciation and amortization 
Deferred income taxes (note 2). 


Total funds provided from operations. 
Funded debt issued . 
Common shares issued (note 5(b)) . 


Funds applied: 

Net expenditure on properties . 

Retirement of funded debt 

Dividends declared—common shares 
—preference shares 


Net advances (repayments) on mortgages reese é 


Funded debt issue costs : 
Purchase of preference shares for eorenietions 
Deferred gas costs 

Miscellaneous . : 
Increase (decrease) in hori ial, 
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1972 1971 
($000’s) 
$°14,497) 1 sae 

6,528 6,009 
4,439 4,700 
25,464 23,448 
20,000 10,000 
38 42 
$ 45,502 $ 33,490 
$ 25,426 §$ 28,215 
5,180 4,660 
8,990 8,761 
1,046 1,060 
254 (1,192) 
382 153 
293 44 

856 — 
(29) 72 
3,104 (8,283) 
$ 45,502 $ 33,490 


(See accompanying notes) 


Notes to Consolidated Financial Statements 


1. Properties and depreciation 
The following is a summary analysis of the cost of properties: 


March 31 
1972 1971 

( $000’s) 
Production . Ss. 73736 $ 7,436 
Storage 16,079 13,228 
Transmission 97,314 93,518 
Distribution . 164,982 152,607 
General 26,347 23,338 
$312,458 $290,127 


Depreciation is provided on the straight-line basis at various rates 
based on periodic review by consultants of the useful service life 

of each class of property. Estimated useful lives of major property 
classifications, which are not, overall, in excess of industry averages, 
are as follows: 


Transmission mains . 75 years 
Distribution mains 5 70 years 
Buildings and service lines . 50 years 


Storage plant, compressors, meters, and Brcation, 


measuring and regulating equipment . 30 to 40 years 


Total depreciation provided for the year ended March 31, 1972 
amounted to $6,374,000 ($5,853,000 in 1971). Of this amount 
$5,977,000 was charged directly as an operating expense and the 
remainder of $397,000 was allocated partly to other expense 
accounts and partly to property accounts. 


Included in the properties account are costs of $1,071,000 ($872,000 
at March 31, 1971) related to projects in progress under the 
Company's program of exploring for and developing natural gas 

and oil. During 1972, exploration activities were carried out in 
Ontario and Western Canada. All exploratory and development 
costs under the program are accumulated by geographical areas of 
interest until the results of each project are determined. Costs 
related to producing areas are transferred to the appropriate property 
accounts and depreciation is provided at rates recommended by the 
consultants. Costs related to areas determined to be of no interest 
are written off to income. Exploratory lease rentals not related to the 
program continue to be charged against income as incurred. 


2. Income taxes 

As a result of claiming allowances for income tax purposes for 
depreciation, certain construction overheads and natural gas 
exploration costs in excess of amounts charged in arriving at income 
for the year, income taxes payable will be less than the current 
year’s provision by $4,439,000 ($4,700,000 in 1971) and accordingly 
this amount is included in the balance sheet in the item “Deferred 
income taxes”. Income taxes in the 1972 fiscal year are lower by 
$848,000 as a result of the Federal Government's elimination of the 
3% surtax from July 1, 1971 and a 7% reduction in federal tax 

rates from July 1, 1971 to December 31, 1972. Income taxes 

have also been reduced in the year by $450,000 in respect of the 

5% investment tax credit granted by the Province of Ontario 
applicable to eligible purchases of new plant from April 26, 1971 to 
March 31, 1973. 


3. Accounts receivable and mortgages receivable 

Accounts receivable include $9,181,000 ($9,554,000 in 1971) in 
merchandise finance plan accounts of which $5,162,000 ($5,057,000 
in 1971) is not due within twelve months. Mortgages receivable 
include $1,636,000 ($1,879,000 in 1971) in principal instalments 
due within twelve months. 


4. Deferred gas costs 

To enable the Company’s major supplier, TransCanada PipeLines 
Limited, to finance expansion of pipeline facilities necessary for 
delivery of future volumes of gas, the Company agreed with 
TransCanada during the year to pay an increased rate of 2.1¢ per 
mef for gas purchased from January 1, 1972 until such time as 
rates approved by the National Energy Board shall become effective. 
The amount of the additional gas cost to March 31, 1972 has been 
deferred in accordance with approval received from the Ontario 
Energy Board and the Company proposes in due course to request 
from that Board approval to amortize such cost over a reasonable 
period of time. 


5. Capital stock 
(a) The preference shares are redeemable as follows: 


Series A—at $51.00 per share up to March 30, 1976 and thereafter 
at $50.50 per share, 


Series B—at $55.00 per share at any time, 


Series C—at $52.00 per share up to March 30, 1973 aid thereafter 
at redemption prices reducing in progressive steps to $50.50 per 
share after March 30, 1981. 

Under the conditions attaching to the Series A and Series C 
preference shares, the Company is committed to purchase shares 
for cancellation if their market prices fall to par or below as follows: 
Series A—in amounts up to $170,000 annually, 

Series C—in amounts up to $140,000 annually. 


As required by Supplementary Letters Patent, a special allocation of 
retained earnings is shown on the books of the Company to reflect 
this commitment. During the year ended March 31, 1972, in 
compliance with the foregoing conditions, 5,870 Series A shares 
with a par value of $293,500 were purchased and cancelled. 


(b) During the year, options previously granted under the Company’s 
stock option plan for certain executive and other key employees 
were exercised on 3,750 common shares at a price of $10% and 
options were granted on 29,500 additional shares at prices of 
$13.063 and $13.90. 


On April 6, 1972, the directors approved a new stock option plan 
and reserved 170,000 shares for this purpose in addition to 18,750 
shares remaining reserved from the previous plan. Of the 188,750 
shares available, 97,050 shares were allocated at a price of $13.05 
to be exercised in amounts related to the increase in the value of the 
Company’s shares and at a maximum of 20% per year beginning 
April 6, 1973 and expiring April 6, 1978. If all the foregoing out- 
standing options were exercised, there would be no material dilution 
of earnings per share. 


6. Accumulated earnings retained for use in the business 
The trust deeds and indentures providing for the issue of the 
Company’s bonds and debentures contain certain restrictions regard- 
ing the amount that may be paid as dividends. At March 31, 1972 
accumulated earnings retained for use in the business in the amount 
of $29,905,000 were free from limitation under the most, stringent 

of these restrictions. 


Px: 


Notes to Consolidated Financial Statements—continued 


7. Funded debt 
Details of this debt as at March 31, 1972 and 1971 areas follows: 


First mortgage and collateral trust bonds: 
5% sinking fund bonds, Series ‘‘B’’ due December 1, 1977 


Total 


outstanding 


$ 6,103,000 $ 


Current 
liability 


Long term portion 


1972 


1971 


724,000 $ 5,379,000 $ 6,132,000 


5%% sinking fund bonds, Series ““C’’ due January 15, 1978 9,850,000 1,050,000 8,800,000 10,000,000 
6% sinking fund bonds, Series ‘’D’’ due October 1, 1977 3,741,000 — 3,741,000 4,043,000 
19,694,000 1,774,000 17,920,000 20,175,000 
Debentures: 
5%% sinking fund debentures, 1957 Series, due January 15, 1975 3,695,000 395,000 3,300,000 3,700,000 
5%% sinking fund debentures, 1958 Series, due December 1, 1977 5,550,000 350,000 5,200,000 5,550,000 
5%% sinking fund debentures, 1961 Series, due July 15, 1981 10,100,000 550,000 9,550,000 10,100,000 
5%% sinking fund debentures, 1963 Series, due August 15, 1983 . 11,521,000 471,000 11,050,000 11,525,000 
5%% serial debentures, 1965 Series, due March 1, 1973 ee 400,000 400,000 — 400,000 
5%% sinking fund debentures, 1965 Series, due September 1, 1985 . 13,000,000 — 13,000,000 13,000,000 
7% sinking fund debentures, 1967 Series, due January 5, 1987 . 13,943,000 343,000 13,600,000 13,950,000 
7%% serial debentures, 1968 Series, due August 1, 1972-76 . 2,600,000 400,000 2,200,000 2,600,000 
7%% sinking fund debentures, 1968 Series, due August 1, 1988 17,000,000 — 17,000,000 17,000,000 
9%% sinking fund debentures, 1970 Series, due April 1, 1990 10,000,000 _ 10,000,000 10,000,000 
8% sinking fund debentures, 1971 Series, due November 15, 1991 20,000,000 — 20,000,000 — 
107,809,000 2,909,000 104,900,000 87,825,000 


Total amounts per balance sheet . $127,503,000 $ 4,683,000 $122,820,000 $108,000,000 


The 9%% sinking fund debentures, 1970 Series, are repayable at the holders’ option on April 1, 1975. 


The principal amounts of bonds and debentures required to be retired through sinking funds or serial redemptions during the next five fiscal 
years ending March 31, are as follows: 


1973—$4,683,000; 1974—$5,751,000 ; 1975—$8,254,000 ; 1976—$5,504,000 ; 1977—$6,104,000. 


8. Capital expenditures and commitments 

Capital expenditures of approximately $32,600,000 have been 
authorized by the directors for the fiscal year ending March 31, 1973. 
The Company is committed to advance additional mortgage funds 
totalling $410,000 under its financial assistance plan for land 
developers and builders and has guaranteed bank loans and 
performance bonds totalling $153,000. 


of the Company’s pension plan as of January 1, 1966, 1970 and | 
1971 is being funded and written off against operations in annual 
amounts of $284,000 over a period of fifteen years to 1985 based 
on actuarial advice. The estimated unfunded balance at March 31, 
1972 was approximately $2,157,000. 


10. Directors’ and senior officers’ remuneration 
Direct remuneration of directors and senior officers totalled $445,000 


9. Employee pension plan during the year ended March 31, 1972. 


The unfunded past service obligation which resulted from revisions 


Auditors’ Report 
To the Shareholders of Union Gas Company of Canada, Limited: 


We have examined the consolidated balance sheet of Union Gas Company of Canada, Limited and its subsidiaries as at March 31, 1972 and 
the consolidated statements of income, accumulated earnings retained for use in the business and source and application of funds for the 
year then ended. Our examination included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at March 31, 1972 and the 
results of their operations and the source and application of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada, May 15, 1972. Chartered Accountants 
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Of the more than 1,000 people who toured the Company’s 
Head Office last year, few attracted more attention than 
these youngsters. South Korean orphans on a world singing 
tour in support of the Compassion movement, they 
“stopped by” for a lunch of traditional Korean dishes 
prepared especially by the home service staff. Before they 
left they were presented with “‘gas genie’’ dolls as 
mementos of their visit. 


Financial and Operating Statistics —1962-1 97 


Fiscal years ended March 31 
UNION GAS COMPANY OF CANADA, LIMITED AND ITS SUBSIDIARIES 


1972 
Revenues, Expenses and Net Earnings ($000’s) 
Revenues: | 
Gas'sdles).. . 2 $131,577 
Otherincome . .. = =... 117845) | 
Totalrevenue.. 5. 143,422 
Expenses: | 
Costofgassentout’. . 39) =)... 2... 72,166 
Operating and maintenance expenses. . ...... 29,650 
Depreciation and amortization of natural gas 
CONVersiOnN-COStS. 22.7. eo B77, 
Interest on funded and otherdebt ......... 92318 
Total expenses. © 5) 2. se 117,074 
Income before income.taxes.: ... . =... ... 26,348 
IncOMme taxes. 3. a 11,851 
Net income before minority interest. . . ...... 14,497 
Less: Minority shareholders’ interest . ....... _ 
Net income? =. 3. 14,497 
Preference share dividends . ©. . ... . . .. 2 . 1,046 
Net earnings applicable to common shares . . ... . S13, 454 
Earnings pe-common share (A)... 89.0¢ 
Dividends declared percommonshare ....... BS) tae 
Source and Application of Funds ( $000’s) 
Source of funds: 
Netincome foryeat... . =. =. $ 14,497 
Depreciation and amoftization. . . . ... ... =. 6,528 
Deferred income taxes... = 4,439 
Total funds provided from operations ....... 25,464 
Transfer from current to deferred income taxes. . .. . — 
Funded debtissues..%5 4 3... 5 20,000 
Common sate issues... = =. 3.5... | 38 
Preference share issueSs . 5-3 2 ee —_ 
Refund of deposit with trustee for bondholders . .. . — 
Special rétundabletax °°... = — 
otal eee ee ee $ 45,502 
Application of funds: 
Net expenditure on Property Account. ....... $ 25,426 
Dividends declared—common shares . ...... . 8,990 
Dividends declared—preference shares. . ..... . 1,046 
Retirementothuncdedic Clo te: mane ca write ee 5,180 
Funded debt and stock issue expense. . ..... . 382 
Net advances on mortgages receivable. . ..... . 254 
This eye-catching clock tower identifies the Ontario Purchase of preference shares for cancellation. . . . . 293 
School for the Deaf at Milton, an institution which Redemption of United Fuel preference shares. . . . . — | 
serves all of southwestern Ontario. Last spring the school Miscellaneousitems © © on) ais. tatray kn tc eee cena 827 
converted its heating system from coal to natural Increase in working capital . . . . . ....... 3,104 
gas—primarily in the interests of air pollution TOtaliae Sees uh Fate ar Bia ae aa sa $ 45,502 
abatement. Natural gas is also used for cooking Spas a 
and water heating. Note: (A) On basis of the weighted average number of shares 


outstanding during the year. 
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1971 


1970 1969 1968 1967 1966 1965 1964 1963 1962 
22,326 $110,232 $ 94,254 $ 87,882 $ 77,404 $ 66,973 $ 59,038 $ 50,834 $ 48,614 $ 42,930 
10,257 9,339 7,605 7,397 6,363 5,446 5,000 4,715 3,864 3,600 
32,583 119,571 101,859 95,279 83,767 72,419 64,038 55,549 52,478 46,530 
63,383 54,992 44,593 40,375 34,036 28,481 24,215 20,176 19,002 15,688 
29,396 27,395 23,648 22,498 20,534 18,593 16,798 15,936 14,982 14,132 
5,471 5,091 5,300 6,154 5,811 5,318 4,800 4,354 4,130 3,821 
8,468 7,821 6,602 6,014 5,586 4,652 4,386 4277 4,079 3,705 
06,718 95,299 80,143 75,041 65,967 57,044 50,199 44,743 42,193 37,346 
25,865 24,272 21,716 20,238 17,800 15,375 13,839 10,806 10,285 9,184 
13,126 42,327 » 410,857 10,215 8,966 7,708 7,273 5,531 5,299 4,692 
12,739 11,945 10,859 10,023 8,834 7,667 6,566 5,275 4,986 4,492 
| = bo 1 1 1 1 7 A2 28 
12,739 11,945 10,859 10,022 8,833 7,666 6,565 5,268 4,944 4,464 
1,060 1,061 1,062 1,066 1,079 1,088 949 738 738 738 
11,679 $ 10,884 $ 9,797 $ 8,956 $ 7,754 $ 6,578 $ 5,616 $ 4,530 $ 4,206 $243,726 
77.36 72.2¢ 65.2¢ 59.8¢ 51.8¢ 44.0¢ 38.4¢ 33.3¢ 30.9¢ 27.4¢ 
58.0¢ 52.0¢ 46.0¢ 34.0¢ 27.0¢ 23.3¢ 20.8¢ 20.0¢ 16.7¢ 16.7¢ 
12,739 $ 11,945 $ 10,859 $ 10,022 $ 8,833 $ 7,666 $ 6,565 $ 5,268 $ 4,944 $ 4,464 
6,009 5,584 5,762 6,593 6,267 5,721 5,177 4,736 4,492 4,176 
4,700 3,745 3,240 2,366 1,840 2127 2,102 1,617 1,202 701,185 
23,448 21,274 19,861 18,981 16,940 15,514 13,844 11,621 10,638 9,825 
— = 1,640 734 ps a 750 a ae a 
10,000 = 20,000 = 15,000 15,000 au 14,000 = 14,000 
E42 795 49 702 pa zs 7,269 ee = = 
a = aa os = 7,000 me ae = 
— — _ 599 os 778 — a = a 
= yy 619 (-)35 (-)584 a5 Ea oa — = 
33,490 $ 22,069 $ 42,169 $ 20,981 $ 31,356 $ 31,292 $ 28,863 $ 25,621 $ 10,638 $ 23,825 
28,215 $ 17,836 $ 20,726 $ 19,733 $ 12,824 $ 18,542 $ 21,103 $ 15,656 $ 10,936 $ 13,200 
8,761 7,835 6,912 5,099 4,038 3,490 3,048 2719 2,266 2,266 
1,060 1,061 1,062 1,066 1,079 1,088 949 737 737 737 
4,660 4,478 4,428 4,003 5,378 3,678 3,125 3,175 2,418 URED) 
153 ae 354 ae 135 123 1 173 a 221 
)1,192 896 (-)22 1,006 1,821 1,076 580 496 227 358 
44 24 a 170 310 as Ba = = = 
x = ae == of ed 865 ue = 
72 49 124 (=)13 258 (-)5 387 109 192 65 
)8,283 (-)10,110 8,585 (—)10,083 5,513 3,300 (-)329 1,691 (-)6,138 4,646 
833,490 $ 22,069 $ 42,169 $ 20,981 $ 31,356 $ 31,292 $ 28,863 $ 25,621 $ 10,638 $ 23,825 
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Union Gas continued its drilling activity in south- 
western Ontario’s Lambton County, concentrating on 
development of the previously discovered Rosedale 

gas pool. An exploration program which resulted in two 
new gas ‘‘finds”’ was also carried out. In addition, the 
Company conducted a seismic survey in search of 
structures similar to those currently being used as 
underground gas storage pools. 
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Statistics—continued 
Fiscal years ended March 31 


(MCF MEANS THOUSAND CUBIC FEET) (MMCF MEANS MILLION CUBIC FEET) 


Customers (end of year) 
Residential 

Commercial . 

Industrial . 

Other utilities 


Total . 


Gas Sales—MMCF 
Residential 
Commercial . 
Industrial . 

Other utilities 


Total . 


Gas Sales Revenue—/( $000’s) 
Residential 

Commercial . 

Industrial . 

Other utilities 


Total . 


Average Gas Use per Customer—MCF 
Residential 
Commercial . 


Gas Balance—MMCF 
Gas produced from Company wells . 
Gas purchased : 
Ontario sources. 
Other sources. ar bay eae Pete Avi 
Gas received under storage, transmission, etc., contracts, 
less purchased in place . 
Total all gas . 
Gas into storage 
Gas out of storage 
Net gas into or out of (—) storage. 


Total gas sent out. 


Gas sales . hoe ncte ee : PS yt 
Gas delivered under storage, transmission, etc., contracts 
Gompany- USC sioeeeee be arate 
Unbilled, unaccounted for, etc.. 


Maximum day send-out—MCF 
Gas out of storage on maximum day—MCF. 


Degree day deficiency . 


1972 


309,276 
34,157 
3,561 
12 


347,006 


40,389 
26,736 
102,037 
4,089 


173,251 


$ 46,193 
25,063 
57,883 

2,438 


$131,577 


133.5 
TOL 


1,661 


8,264 
166,295 


113,543 
289,763 


41,723 
48,769 


(—)7,046 


296,809 


173,251 
118,069 
1,292 
4,197 


296,809 


1,795,992 
1,022,249 
7,045 


1970 — 1969 1968 | 1967 1966 1965 1964 1963 1962 

290,205 281,155 270,959 261,610 252,725 243,661 234,310 223,876 215,732 

32,501 31,175 29,769 28,364 27,405 26,222 24,751 23,438 22,415 

3,161 Pee) 2,890 2,668 2,453 2,305 2,084 1,920 1,830 

10 10 9 pers) 9 <. 9 8 6 

325,877 315,333 303,627 292,651 282,592 272,197 261,154 249,242 239,983 

39,274 35,911 36,217 33,456 30,604 28,546 25,101 25,424 23,247 

21,748 17,858 16,541 14,714 42,322 10,477 8,729 8,205 7,246 

73,667 55,943 44,715 35,220 27,137 21,048 17,%22 15,219 11,188 

3,229 2,199 2,626 2,374 2,053 1,762 15316 1,038 741 

137,018 112,514 100,099 85,764 72AAG6 61,833 52,868 49,946 42,422 

$ 44,690 $ 41,004 $ 41,173 $ 38,126 $ 35,003 $ 32,670 $ 28,864 $ 28,945 $ 26,633 

20,934 17,552 16,538 14,813 12,535 10,764 9,032 8,479 7,562 

42,681 34,019 28,605 23,062 18,234 14,590 12,161 10,577 8,250 

19275 10/2 1,566 1,403 1,201 1,014 Ti L 613 485 

$110,232 $ 94,254 $ 87,882 $ 77,404 | $ 66,973 $ 59,038 $ 50,834 $ 48,614 $ 42,930 

138.2 130.6 136.6 130.8 124.1 120.0 7110.2 1162 110.7 

687.7 091.9 573.5 532.4 462.7 415.8 365.0 361.8 331.4 

2,764 3,/59 2,585 4,183 3,957 3,882 4,522 SSi2 4,475 

7,987 L201 9359 10,608 8,258 8,447 9,701 9,979 10,256 

115,525 109,346 91,034 83,215 70,293 50,675 42,140 32,458 28,538 

107,058 44,044 24,931 21,738 16,689 13,712 13,518 9,550 11,454 

5,6 233,334 164,400 127,909 119,744 99,197 76,716 69,881 S7,299 54,723 
43,205 32,850 33,633 30,864 34,026 28,171 19,457 25,982 21,252 19,513 
37,734 45,209 29,765 30,320 25,121 18,233 23,892 23,113 25,764 18,582 
6,471 (—)12,359 3,868 544 8,905 9/938 (—)4,435 2,809 (—)4,512 931 
260,199 245,693 160,532 127,365 110,839 89,259 $1,151 67,072 61,811 53,792 
161,421 137,916 112,511 100,099 85,764 72,116 61,833 52,868 49,946 42,422 
i769 106,091 45,435 24,864 22,255 14,874 16,259 11,135 9,805 10,081 
1/101 950 1,068 862 878 761 995 663 530 470 
& 508 734 1,518 1,540 1,942 1,508 2,064 2,406 1,530 Laos 
245,693 160,532 127,365 110,839 89,259 81,151 67,072 61,811 53,792 

1,430,529 1,116,906 942,356 808,477 677,355 628,500 526,357 612,237 412,360 

742,038 509,907 753,014 723,916 527,502 547,080 386,138 411,324 301,897 

7,746 Yi Pa 7,614 7,464 7,198 7,328 6,967 TOT2:, TPP 
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London Tennis and Badminton Club operates year ‘round 
now, thanks to a large plastic dome which protects 

two tennis and three badminton courts from the winter 
elements. Specially-made in Sweden, the “bubble”. 
encloses an area of 20,000 square feet. It is kept 

inflated by a continuous flow of fresh air comfortably 
warmed by a natural gas furnace. 
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Statistics—continued 
Fiscal years ended March 31 


Condensed Consolidated Balance Sheet ($000’s) 
Assets: 

Property; ACCOUNt:. quiere, ee ee eens 
Less accumulated depreciation. . .. . 


Current assets : 
Deferred and other assets. 


Total . 


Liabilities: 
Shareholders’ equity— 
Preference shares . 

Common shares 
Retained earnings . 


Total . ee es aie te 
Minority shareholders’ interest . 
Funded debt. 

Deferred income taxes . 
Current liabilities 


Total . 


Equity Per Common Share 
No par value common shares outstanding (000’s) 
Equity per share 


Property Account ($000‘s) 
Gross book value beginning of year 


Additions: 
Plant acquisitions and additions 
Plant replacements 


Gross additions and replacements 


Retirements: 
Gross value of plant retired 


Net additions to Property Account 


Gross book value end of year 


Miles of pipeline 
Gathering and storage lines . 
Transmission lines 
Distribution lines 


Total caeatin 7% De Gas. se aes 


1972 


$312,458 
58,065 
254,393 
34,800 
8,302 
$297,495 


S19 09 
31,346 
49,407 


99,912 


122,820 
36,417 
38,346 


$297,495 


15,112 
$ 5.34 


$290,127 


19,278 
6,151 


25,429 


__ 3,098 
227534 
$312,458 


481 
1,862 
6,294 


8,637 


1970 1969 
i 
90,127 $264,100 $248,609 
54,786 61124 48,022 
35,341 212,976 200,587 
a 
33,998 32,805 33,909 
6,993 8,119 7,311 
76,332 $253,900 $241,807 
19,452 $ 19,496 $ 19,520 
31,308 31,266 30,471 
44,946 42,028 38,979 
95,706 92,790 88,970 
102,660 107,138 
27,278 23,533 
31,172 22,166 
$253,900 $241,807 
15,108 15,104 15,028 
5.05 $ 4.85 $7 4.62 
64,100 $248,609 $229,874 
23,169 13,286 16,720 
4,923 4,721 4,131 
28,092 18,007 20,851 
2,065 2,516 2,116 
15,491 18,735 
$264,100 $248,609 
572 605 
1,800 1,742 
5,821 5,591 
8,193 7,938 


7,497 


7,280 


1968 1967 1966 1965 1964 1963 1962 
$229,874 $211,593 $200,293 $183,254 $163,589 $149,443 $140,275 
44,387 39,444 34,938 30,958 27,458 24,486 22,003 
185,487 172,149 165,355 152,296 136,131 124,957 T1S,272 
29,820 32,405 25,675 20,257 20,484 16,173 19,774 
dled 7,491 4,929 4,750 4,020 3,525 3,314 
$223,030 $212,045 $195,959 $177,303 $160,635 $144,655 $141,360 
$ 19,520 $ 19,690 $ 20,000 $ 20,000 $ 13,000 $ 13,000 $ 13,000 
30,422 29,720 29,720 29,120 22,451 22,451 22,451 
36,198 32,341 28,625 25,537 22,968 20,685 18,745 
86,140 81,751 78,345 75,257 58,419 56,136 54,196 

9 8 7 6 5 1,370 1,336 

91,566 95,569 85,947 74,625 77,750 66,925 69,343 
18,653 15,553 13,713 11,586 8,734 TALE 5,915 
26,662 19,164 17,947 15,829 15,727 13407 10,570 
$223,030 $212,045 $195,959 $177,303 $160,635 $144,655 $141,360 
15,023 14,955 14,955 14,955 3,000 13,595 13,595 

$ 4.43 $ 4.15 > 3,90 o) 23.69 $ 3.34 betaine 5 WY $3.03 
$211,593 $200,293 $183,254 $163,589 $149,443 $140,275 $129,160 
16,248 10,421 15,323 18,569 12,12 PA23 9,004 
3,628 2,030 3,386 2,580 ec 3,877 4,498 
19,876 12,956 18,709 21,149 15,759 11,000 13,502 
1,595 1,656 1,670 1,484 1,613 1,832 2,387 
18,281 11,300 17,039 19,665 14,146 9,168 11,115 
$229,874 $211,593 $200,293 $183,254 $163,589 $149,443 $140,275 
624 627 627 642 663 685 702 
1,677 1,630 peer 1,560 1,501 1,403 1,401 
5,419 5,240 5,061 4,846 4,644 4,303 4,117 
7,720 7,048 6,808 6,391 6,220 


31 


Union Gas Company of Canada, Limited 
Head Office: 50 Keil Drive North, Chatham, Ontario. 


Transfer Agents 


Preference Shares 
5%% Series A 
Canada Permanent Trust Company, Toronto, Montreal, Winnipeg, Calgary and 
Vancouver. 
6% Series B 
Canada Permanent Trust Company, Toronto, Montreal and Calgary. 
5% Series C 
Canada Permanent Trust Company, Toronto, Montreal, Winnipeg and Calgary. 


Common Shares 
Canada Permanent Trust Company, Toronto, Montreal and Calgary. 
The Chase Manhattan Bank, New York. 


Registrars 


Preference Shares 
5%% Series A 
Canada Permanent Trust Company, Toronto, Montreal, Winnipeg, Calgary and 
Vancouver. 
6% Series B 
Canada Permanent Trust Company, Toronto, Montreal and Calgary. 
5% Series C 
Canada Permanent Trust Company, Toronto, Montreal, Winnipeg and Calgary. 


Common Shares 

Crown Trust Company, Toronto and Montreal. 
Canada Permanent Trust Company, Calgary. 
Chemical Bank, New York. 


Dividend Disbursing Agent 


Preference Shares, Series A, B and C, and Common Shares 
Canada Permanent Trust Company, Toronto. 


Trustees for Bond and Debenture Issues 


First Mortgage Bonds 
Canada Permanent Trust Company, Toronto. 


7968 Series, 1970 Series and 1971 Series Debentures 
The Royal Trust Company, Toronto. 


Debentures other than 1968 Series, 71970 Series and 19717 Series 
Canada Permanent Trust Company, Toronto. 
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Union Gas 
Pipeline 
System 


Serving 
Southwestern 
Ontario 

as at March 31, 


1972 


e Ridgetown 


Facilities of Union Gas Company of Canada, Limited 
and United Gas Limited 


meee Primary and secondary gas transmission and storage 
pipelines (proposed pipelines are shown as broken lines) 
Scale: one inch equals approximately 18 miles 


* Major compressor stations 
WSO Principal gas storage fields (see inset) 


sums Portion of transmission facilities of TransCanada 
PipeLines Limited, The Consumers’ Gas Company, Great 
Lakes Gas Transmission Company Limited and Panhandle 
Eastern Pipe Line Company. 
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ANNUAL 
REPORT 
1972 


| 

ARO3 States. Two groups 
SiIyayeou mi unrcoow SwuUIGS have recently com- 
bined to form Canadian Arctic Gas Study 
Limited, and Union Gas has this month been 
notified that its request to become a partici- 
pant in this company has been accepted. It is 
anticipated that by mid-1973 environmental, 
engineering and economic studies will have 
progressed to the point where applications 
can be made for the necessary regulatory ap- 
provals from the Canadian and United States 
authorities. First deliveries of gas might com- 
mence in 1977 or 1978. 


A Report on Field Pricing of Gas in Alberta was ~ | 


issued by that Province’s Energy Resources 
Conservation Board in August 1972, follow- 
ing a public hearing. The Company actively 
participated throughout the course of this 
hearing and is most disappointed that the 
Report makes little reference to the material 
and evidence provided by Union Gas. In 
particular, having in mind the transmission 
rate increases being sought by TransCanada 
PipeLines, The Alberta Gas Trunk Line Co. 
Ltd. and Great Lakes Gas Transmission Co., 
the Company disagrees with the finding that 
the competitive position of natural gas versus 
other energy forms is such that an increase in 
the wellhead price of at least ten cents per 
thousand cubic feet can be tolerated by the 
Eastern Canadian market. The effect of such 
an overall increase on the energy costs of all 
classes of customers would be extremely 
severe and, in particular, could affect planning 
decisions of major employers of Canadian 
labour. 


B. F. Willson 
President and Chief Executive Officer 


Six-Month Report 
to Shareholders 


including financial information 
for the six-month and twelve-month 
periods ended 
September 30, 1972 and 1971 


a Ch 
Wnitn GAS 


LIMITED 


UNION GAS LIMITED and its Subsidiaries 
RSS) > TS Se EEE Te So PP 
Interim consolidated statement of earnings* 


Six months ended Twelve months ended 
September 30 September 30 
1972** 1971** 1972** 1971** 
(thousands of dollars) 

GasySal Seca 2 eis eure eM ete id oe $ 54,154 $ 46,496 $139,235 $126,705 
OUlenINCOME | 9 me ee a 6,129 5,185 12,789 10,941 
60,283 51,681 152,024 137,646 

Cost of gassentout ... . a 31,500 25,391 78,275 66,801 
Operating and maintenance epee ok 13,731 12,209 27,826 26,406 
Taxes other than income taxes. ... . 1,/57 1,751 3,352 3,502 
Depreciation. . . . M cdlar 3,298 2,989 6,287 5,730 
Interest and funded debt Eotis: fe oe 4,637 4,340 9,578 8,881 
54,923 46,680 125,318 111,320 

Income before income taxes .... . 5,360 5,001 26,706 26,326 
Income:taxeS i. = .. . 6 °c y 3 2,384 2,192 12,043 13,177 
-Netincome... . eget ce eS ace 2,976 2,809 14,663 13,149 
Preference share dividends Neen ee 520 526 1,040 1,055 
Earnings applicable to common shares. $ 2,456 $ 2,283 $ 13,623 $ 12,094 
Earnings percommonshare .... . 16.3¢ 15.1¢ 90.2¢ 80.1¢ 


"This statement is subject to audit and year-end adjustments, and is not to be taken as a prediction for the fiscal year 
as the business is seasonal in nature and influenced by weather conditions. 


*“Reflects income tax reductions resulting from the Province of Ontario 5 per cent Investment Tax Credit and the 7 per 
cent Federal income tax reduction for Canadian Corporations as follows: 


$ 282 $ 295 $ 1,203 $ 295 


NOTE: Earnings per common share are calculated on the weighted average number of common shares outstanding 
in the periods. 


UNION GAS LIMITED and its Subsidiaries 


Interim consolidated statement of source and application of funds 


Six months ended 
September 30 


Twelve months ended 
September 30 


1972 1971 1972 1971 
(thousands of dollars) 
Funds Provided: 
Net income for period . eae: $ 2,976 $ 2,809 $ 14,663 $ 13,149 
Add amounts deducted in arriving 5 me 
income, which did not involve an outlay 
of funds— 
Depreciation and amortization . 3,608 Sy20n 6,845 6,293 
Deferred income taxes . rn 2,528 1,779 5,188 4,643 
Total funds provided from DpeTaRGnS ; 9,112 7,879 26,696 24,085 
Funded debt issued . — — 20,000 - 
Common shares issued = _ 38 41 
$ 9112 $ 7,879 $ 46,734 $ 24,126 
Funds Applied: 
Net expenditure on properties . $ 15,869 $ 11,565 $ 29,730 $ 28,536 
Retirement of funded debt é 2,501 2,227 5,454 4,984 
Dividends declared—common shares . 4,835 4,381 9,444 8,762 
—preference shares 520 526 1,040 1,055 
Net advances (repayments) on mortgages 
receivable . ; (897) 1,148 (1,791) 504. 
Purchase of preference Bhares fer 
cancellation . ; 69 281 81 309 
Funded debt issue cou - — 392 = 
Deferred gas costs 1,948 — 2,804 = 
Miscellaneous . 153 (27) 140 (59) 
Decrease in working cepitel : (15,886) (27222) (560) (19,965) 
$9,112 $46,734 $24,126 


$ 7,879 


To the Shareholders: 


Net income of Union Gas Limited for the six 
months ended September 30, 1972 was 
$2,976,000, compared with $2,809,000 for the 
corresponding period last year. After dividends 
on preference shares, earnings per common 
share were 16.3¢, compared with 15.1¢ for the 
six months ended September 30, 1971. 


Enclosed for holders of Union Gas common 
shares is the regular quarterly dividend of 16¢ 
per share, payable November 1, 1972 to share- 
holders of record October 6, 1972. 


The comparative Statements presented on the 
reverse side of this letter provide operating 
results for the twelve month periods ended 
September 30, 1972 and 1971. The Company 
was serving 348,550 customers at September 
30, 1972, up 12,497 from one year ago. 


Gas Sales Billion Per Cent 
Volume GuLke over 1971 
Six months to 
Sept. 30, 1972: 
Residential 2 Je4 [02 
Commercial 9.8 +16.4 
Industrial 54.9 +20.7 
Other utilities 1.2 +17.9 
78.0 +18.4 
Twelve months to 
Sept. 30, 1972: 185.4 +10.7 


The National Energy Board hearing into the 
application of TransCanada PipeLines for a 
rate increase resumed in early September. Pre- 
sent indications are that the decision of that 
Board as to the increased rates payable by 
Union Gas and the other customers of 
TransCanada will not be known until some 
time in 1973. The Company is continuing its 
active representation at this hearing. 

Pending determination of new rate schedules 
for TransCanada, Union Gas and the other two 


major Ontario gas distributors are continuing 
payment of a 2.1¢ per thousand cubic feet 
price increase for gas purchased from 
TransCanada. These payments are being made 
to assist that company in the financing of 
additional transmission facilities so that greater 
volumes will be available for the coming years. 
Such increased payments have not been 
charged to operating expense. With the ap- 
proval of the Ontario Energy Board, they are 
being deferred until the Board can decide, 
following a future hearing, the appropriate 
method and period of amortization. The 
amount deferred by the Company for the 
period from January 1 to September 30, 1972 
is $2.8 million. 


While your Company has not applied to in- 
crease its rates in the past twenty-four years, 
the appreciably higher gas costs, some now 
deferred and some pending, can no longer be 
absorbed. lt is essential that regulatory pro- 
cedures, which at present result in lengthy 
delays, be streamlined so that gas rates can be 
more responsive to cost increases which are 
beyond the Company’s control. This is neces- 
sary to ensure that the financial standing of the 
Company is not impaired, so that necessary 
expansion to meet Southwestern Ontario's 
growing energy needs can be carried out in a 
timely and efficient manner. 


The Company has just completed the sale of 
$15 million 8%% Sinking Fund Debentures in 
Canada and $10 million (U.S.) 8% Sinking 
Fund Debentures in the United States. Both 
of these issues mature November 15, 1992. 
Proceeds will be used to reduce short term 
borrowings, incurred mainly to finance the 
construction of distribution, transmission and 
storage facilities. The capital expenditure pro- 
gram for fiscal 1973, budgeted at more than 
$32 million, is continuing as planned. 


With the discovery of significant volumes of 
gas in the Mackenzie Delta and on the North 
Slope of Alaska, studies have been continuing 
leading towards the construction of a major 
gas transmission pipeline to make these re- 
serves available to the energy markets of 


